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therefore is a permanent bar to social progress, and instead of being a 
safeguard to democratic institutions it is more likely to be a serious 
menace to order and progress by restraining popular will to the danger 
point. 

In the same category with the federal judiciary Professor Smith places 
the committee system in Congress, the prevailing party organizations 
and the check and balance doctrine — all of which tend to confusion 
and irresponsibility on the part of the government and open wide the 
door to those corrupt influences which are the real evils in our democ- 
racy. Here the writer has made all possible use of the criticisms ad- 
vanced by Bryce, Ostrogorski and Goodnow, and he comes to the con- 
clusion that our whole system — created in an age of semi-monarchical 
institutions — is out of harmony with the modern tendency toward un- 
limited but directly responsible government. 

Turning from law to economics and sociology, Professor Smith 
argues that our political institutions are badly adapted to the work 
which social progress throws upon them. They were created in an 
age of agriculture and handicrafts — that is, of individualist production 
— and now they are expected to do efficient work in an economic sys- 
tem in which social production is the predominant feature. 

While agreeing with Professor Goodnow (Politics and Administration , 
pp. 165, 166) that American government is not really popular, our 
author is more drastic in his proposals for reform. Radical changes in 
structure which Professor Goodnow believes to be out of the range of 
practical politics, Professor Smith advocates as highly desirable. The 
power of the courts to decide on the constitutionality of laws should be 
removed or subjected to popular will, and efforts to secure direct 
responsibility should be made at once — beginning perhaps in the state 
governments, along the line of the recent Oregon law designed to con- 
trol, among other things, elections to the Federal Senate. 

Charles A. Beard. 

Trattato di Politica Cotnmerciale . By LuiGl Fontana-Russo. 
Milan, Ulrico Hoepli, 1907. — xvi, 640 pp. 

Students of international trade and commercial policy have long suf- 
fered from a lack of comprehensive treatises covering the general field 
of foreign trade. Monographs devoted to special phases of the theory 
or to particular periods of the history of commercial policy form an ex- 
tensive literature ; but for a broad treatment of principles we have been 
forced to rely upon the works of the classical economists and their 
modern disciples, like Bastable, which, while admirable in their un- 
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compromising logic, are based upon premises that the modern student 
feels are too narrow to correspond with the facts of life. Professor 
Fontana-Russo has undertaken the task of summarizing what is most 
significant in the theory and practice of commercial policy. In his 
preface he modestly writes : " I do not know whether or not I have at- 
tained the object which I have attempted." The reader will have less 
doubt on the subject. There are many matters of detail, and some 
matters of principle , in which the author appears to be at fault ; on the 
whole, however, the book is admirably suited to its purpose. Even 
where the reasoning is unsound, the candor of the author in stating his 
premises and the lucidity with which he develops his argument safe- 
guard the careful student against serious error. In the reviewer's opin- 
ion , the book is the most valuable in its field — an opinion which I state 
thus explicitly because I intend to devote most of the remainder of this 
review to the defects of the book. 

Professor Fontana-Russo's treatise is divided into three books, on 
" The Theory of International Trade," " The Theory of Commercial 
Policy " and "The Technique of Commercial Policy." In the first 
book are treated such subjects as comparative costs and international 
values, the economic balance, money in international trade, and the 
foreign exchanges. The second book covers the field of protection and 
free trade, the relation of commercial policy to expansion of population, 
the effect of duties upon the distribution of wealth, and colonial policy. 
The third book treats of the various kinds of customs duties, the 
proper measure of protection, the shifting and incidence of customs 
duties, commercial treaties, etc. 

In his discussion of comparative costs and international values our 
author follows the classical method of arriving at principles without in- 
troducing the concept money. Whether this is really the most satis- 
factory plan or not remains to be determined ; at any rate, it has proven 
fruitful in the past, and proves still fruitful in Professor Fontana-Russo's 
hands. In his treatment of money he adopts the quantity theory, with 
some qualifications that appear to the reviewer very unfortunate. Thus 
on page 93 the author says that the value of money depends not only 
on its quantity but also upon its cost of production — a view that will 
hardly be accepted by anyone. To those who hold to the quantity 
theory it appears self-evident that cost can influence the value of money 
only as it affects the quantity of money. The fallacy consists in coor- 
dinating, as parallel causes of a given effect, two phenomena that are 
themselves related as cause and effect. Most money theorists will also 
quarrel with the view (p. 72) that the importation of money causes 
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first a fall in the value of money and then a rise in general prices, 
since the fall in the value of money and the rise in general prices are 
one and the same phenomenon, regarded from different points of view. 

The least satisfactory part of this book is that which deals with the 
effect upon imports and exports of the agio, or premium on gold, in 
countries employing a depreciated silver or paper currency. The silver 
men of a decade ago made much capital of the idea that enterprisers 
living in a country having a depreciated currency enjoyed a virtual 
premium on exports. So far as a depreciating currency is concerned, 
the contention was sound; substitute, however, " a depreciated cur- 
rency " for " a depreciating currency " and the contention is sound or 
fallacious according to circumstances. In a given country the move- 
ment of domestic prices may be sluggish, custom and habit playing a 
large part in their determination. If silver is the general medium of 
exchange, prices in silver do not at once rise when silver falls relatively 
to gold, nor do they at once fall when silver rises relatively to gold. 
So long as the enterpriser can buy commodities at the customary silver 
prices and sell them abroad for gold, exchanging the latter for an in- 
creased amount of silver, exportation is naturally more profitable than 
usual. If on the other hand silver rises, relatively to gold, the con- 
trary effect is experienced ; exportation becomes less profitable than 
usual. It is therefore impossible to say that a premium on gold as 
such either encourages or discourages exportation ; an increasing 
premium encourages, a decreasing premium discourages. Our author 
has failed to take due account of the effect of a decreasing premium on 
gold ; hence he has reached the erroneous conclusion that exporters are 
more likely to gain through the existence of a premium on gold than to 
lose through it. 

A more palpable error appears when Professor Fontana-Russo dis- 
cusses the question whether the agio is due to a rise in the value of gold 
(in respect to commodities) or to a fall in the value of silvtr. He con- 
cludes that when the agio is due to a rise in the value of gold, there is 
no effect upon exportation from the silver-using country ; when it is 
due to a fall in the value of silver, exportation is stimulated. Reflec- 
tion will show that there is no diversity in the nature of the two metals 
which could produce such a diversity in effects. It is possible that price 
movements in silver-using countries are more sluggish than in gold- 
using countries, and this might in fact create such a diversity in effects. 
The author, however, is unconscious of the fact that any premise of 
this nature underlies his argument; hence he reaches a conclusion 
which has no foundation in fact or in reason. 
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In his treatment of protection the author takes the position of a 
moderate liberal. Protection is justifiable, in his view, whenever it 
makes possible the establishment of an industry which in time will be 
able to get on without protection. A protective system is useful as a 
means for facilitating the transition from one economic stage to an- 
other and superior one. In transitional periods, not only the new in- 
dustries which it is desired to establish should receive protection, but 
also the old industries, declining under the effects of foreign competi- 
tion, should be protected until the capital invested in them can be 
diverted to more profitable fields. Professor Fontana-Russo's defense 
of protection is thus a combination of the infant industry and the 
vested interests arguments. The latter argument, in his discussion, is 
purely economic. Nothing is said of the ethical claims of those whose 
capital is fixed in decaying industries. In this, it appears to the re- 
viewer, the author has abandoned a tenable defense of protection for 
an untenable one. No industry decays unless capital is less productive 
in it than in the average industry of the nation. No industry dies 
outright unless it fails to pay average wages and average interest on 
circulating capital. If it can not do this, national capital is wasted, 
not saved , by enabling the industry , through protection, to earn interest 
on fixed capital. There may be an ethical reason why the nation 
should waste its capital in order to enable individuals to save their 
capital ; there can be no economic reason for such a policy. 

In his discussion of the proper measure of protection (pp. 475 
et seq.) , the author adopts a standard which bears a superficial resem- 
blance to that of certain American moderate protectionists, namely, 
the difference between average domestic costs and least foreign costs. 
A system based upon such a standard, in the form employed in Ameri- 
can discussions, would give rise to all the abuses of protection save 
one — the formation of monopolies behind the tariff wall. On this 
basis we could defend a policy which seeks to produce wine in Scot- 
land or bananas in Spitzbergen. Professor Fontana-Russo wisely in- 
troduces an important qualification. The disadvantages under which a 
given branch of domestic industry may labor he classifies as " eco- 
nomic " and " functional." Economic disadvantages are those which 
have their origin in the natural environment or in the degree of density 
of population. Functional disadvantages are those arising from lack 
of enterprise, deficient industrial training, etc. The essential point of 
difference is that the former can not be removed in a reasonable time, 
while the latter can. Now, protective duties should be sufficient to 
compensate for functional disadvantages ; they should make no allow- 
ance for economic disadvantages. 
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When the author devotes his attention to an interpretation of the 
actual development of tariff systems his reasoning appears inconclusive. 
He is quite convinced that protectionism alone saved Germany from 
disaster in the latter half of the nineteenth century. Suppose that the 
Germans had been able to buy goods more cheaply under free trade ; 
what would this have availed them if they had been unable to produce 
anything wherewith to pay for imports? The view which this implies 
might be excusable in a writer who knows nothing of the principles of 
international trade ; in the present case it must be ascribed to careless- 
ness. Possibly the author is less painstaking in his reasoning because 
he holds that in this field reasoning does not greatly matter (p. 417). 
Theoretical discussions have never weighed heavily against practical in- 
terests. This we must all admit. But when the author asserts that it 
is the " real interest " of a country that determines what its commercial 
policy shall be, many of us will refuse to follow him. Historical econo- 
mists and practical men have a bad habit of confusing the predominant 
interest of a country with the interests predominant in the country. 
That the latter will shape its commercial policy is a truism. But it 
can not be said that the interests that dominate the politics of a state 
are ever greatly concerned with the real interest of the people as a 
whole. 

The effect of protection on the distribution of wealth is a subject 
well worthy of careful analysis, and we naturally turn with interest to 
the author's discussion of this matter (book ii, chapter vii). This, un- 
fortunately, is very disappointing. The author appears to have no 
clear view of the general laws governing the distribution of wealth. 
What are we to think of the opinion that when all the land of a state 
has been occupied, interest rises (which, by the way, is untrue) " be- 
cause the reciprocal demand, which formerly was in favor of labor, 
now assumes a position wholly favorable to capital" (p. 299)? That 
the author's study of general economics has not been thorough is further 
evidenced on page 298, where he confuses the " law of diminishing re- 
turns " of the English classical school with the law of depreciation of 
land under extensive cultivation. The latter does indeed deserve more 
attention than it usually receives. But failure to appreciate the bear- 
ing of the true law of diminishing returns is perhaps the most prolific 
source of error in popular discussions of commercial policy ; it has led 
our author into a number of serious errors. 

The chapter on the shifting and incidence of duties (pp. 516 et seq.) 
is, in its general conception, admirable. The author properly regards 
it as one of the most important in the work. In some of its details, 
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however, it needs emendation. We meet here with the common mis- 
take that the so-called monopoly that a country enjoys (e. g. the 
American monopoly of cotton) is a true monopoly, with prices deter- 
mined by the law of monopoly price. 

In his references to American conditions the author has not escaped 
without a few trifling errors. On page 173 he implies that the United 
States treasury actually failed, in 1893, to meet its demand liabilities 
in gold. On page 285 it is alleged that the development of American 
cotton manufactures has contributed largely to the expansion of the 
American cotton- growing area — a position hardly tenable, in view of 
the fact that American cotton manufacturing is not more effective than 
the English industry which under free trade would supply the American 
market. On page 282 the author seems to imply that by 1850 all the 
land in the United States , except on the Pacific slope , was occupied by 
settlers. On page 384 the Philippines are classed with colonies assimi- 
lated in commercial policy with the mother country, although on page 
378 the author shows that he has a more accurate view of the com- 
mercial position of those dependencies. On page 460 (note) the 
statement is made that the present tariff law prescribes a differential 
duty of ten per cent on goods imported in ships ' ' not belonging to the 
Union. ' ' If this were true we should have fewer complaints from the 
' * friends of American shipping. ' ' On page 490 it is stated that the 
reason for the migration of the cotton mills to the South is the desire 
of the manufacturers to gain control of the sources of raw material — a 
quite erroneous interpretation of the phenomenon. 

It is perhaps dangerous for an American to call attention to an 
author's misuse of foreign words, since we, as a nation, are among the 
worst offenders in this respect. Nevertheless, I shall note a few, in 
the interest of the next edition. I find New Sout Wales (p. 271), 
New South Walles (p. 278), Nuova Sud Wales and Nuova Sud Walles 
(p. 341), but New South Wales never. Sherman is written Scherman 
(p. r72) ; Ashley, Aschley (p. 476) ; McKinley, McKlinley (p. 518) ; 
E. R. A. Seligman, A. H. Seligman (p. 517) ; J. S. Nicholson, G. S. 
Nicholson (p. 5r7) ; Edgeworth, Edegewortk (p. 517), and Edge- 
wortk (index). German words have also been severely damaged in 
transit. Zollverein is everywhere written Zollwerein. On page 401, 
note, I find Reichsinoalidenfonds, Reixhsdruckerei and Reicsbank. 
French words as a rule are written correctly, although I have noted fix 
for fisc (401, note) and Leroy-Beaulien (index). 

Alvin S. Johnson. 

University of Nebraska. 



